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more than twice the annual average investment contemplated in
the fifteen-year plan for the modernization and reequipment of
British railways. The proposed outlay would also make heavy
demands on the foreign exchange resources.2
1.  the rationale of railway investments
The railways are after all the largest single modern undertaking
in India and the sheer size of the investments need not therefore
by itself be a cause for concern. They are a highly capital intensive
enterprise, particularly if new lines are to be constructed. Among
most of the pre-industrial countries, India has a fairly well-de-
veloped railway network, although, by comparison with other
industrialized countries, it is small in relation to the area as well as
the population of the country. The main emphasis of the railway
investments during the Second Plan, however, is not on an exten-
sion of the network.
"Owing to the limited funds available", it is stated, "the plan
does not provide for the construction of new lines to open up parts
of the country at present unserved by the railways." The invest-
ments are centered on "the rehabilitation and modernization of
railway assets, both mobile and immobile...so as to reduce the
proportion of over-aged stock retained in service and to facilitate
the removal of speed restrictions in force over obsolete portions of
the truck."8 There are of course provisions for building new
bridges, for a slight change in tractive power from steam to diesel
oil and electricity, a little addition to the network, doubling of
some lines, and for staff welfare schemes. The main concentra-
tion in the plan, however, is on rehabilitation and modernization of
of the lines. Economic Commission for Europe, Economic Survey of Europe
m 1956, Chapter V, pp. 14-15.
1 From the statements in the Second Fbfe-Year Plan, it is not easy to find the
exact sum involved with any degree of certainty, For instance, it is stated on
page 100 that the foreign exchange requirements would be Rs. 425 crores for
transport and communications (Rs. 290 crores being for the railways alone).
On page 466, however, where only the railways investments are discussed, it
is stated that "of the total outlay (on railways), approximately Rs. 425 crores
will be required in terms of foreign exchange.'*
•Planning Commission, Second Five-Year Plan (New Delhi, 1956), pp.
463465.

